Internal Revenue Service Departnent of the Treasury

stric I

Urector

Date: [QET 23 135

Employef ID Number:

Person to Contact:

Telephona Nuiber:

Refer Reply To:

Daar Sir or Madgam:

We hava considered your application for recognition of exemption from Faderal
income tax under section S@1(c¥6) of the Internal Revenue Code.

The information submitted indicatas that you were incorporatad on NG
in the State of . VYour Articles of Incorparation state that the
organization was organized to promote tha concept of Bed and Breakfast in N

and tourism in the State through education, publications, quality and safety
standards. i

Full members are required to pay dues as well as have their establishments
inapaectad and certified by the organization as meeting certain quality
standards. Associate members pay a reduced dues amount and are not required to
pass an inspection. Associate members have no voting rights and do not appear
in any materials of the organization.

You intend to accomplish your purposes with saeveral activities. Twice a year
the organization conducts saminars on topics of interast to owners of Bed &
Breakfast establishments. These meelings are open to members and non-members.
Registration fees are charged for atiendance at these meeting: based on the
individual's membership status with the organization. Attendance at these
meatings has bean made up of mainly members of tne organization,

Regional Directors of the organization perform 1nspedtion services for
p-ospective members.

Another activity of the organizatian is the preparation and distribution of a
brochure. The hrochuras list ali memhers of the organization and provide
information about each member’s establishment. The brochures are made available
at tourist information centers, sach member's astablishment and other arsas.

The organization has also prepared and c. .cributed a book of photos and
information regarding each member's establishment. Copies of the book have been
placed in the tourist information centers and at each member's establishment.

A cookbook is also published and distributed by the orgarization. The cookbook
i3 distributed to the members at cost and then sold by the members.



I

According tu a schedule provided by your representative {(copy attached), ihe
directors of the organization spant between HY and IB% of their time 1in the
preparation and distribution of advertising materials, ie -- brochures, phcto
albums, B & B promotion and Advertising and cookbooks, fu~ the vears ending

. Further, for the rears ending [ HNNEGIN&zN
_, expenditures for these activities ~onstitutad -/ [ A

and Il of the organization's total expenditures, respectively.

Section SQ0i{(c) of the Code describes certain organizations exempt from Federal
ncore cax under section S81{(a) and reada, in part, as follows:

‘{6) Business leagues, chambers of commerce, real estate boards, boards of
trads, #++ not organized for profit and no part of the nat aarnings of
which inures to the benefit ¢f any private shareholder or individual.”

Section 1.501(cHB)-1 of the regulations provides as follows:

"A business league ls an association of persons having some common businass
interest, the purpose of which is to promote such common (nterest and not
to encnge in regular business of a kind ordinarily carried on for profit,
It ts an organization of the same general class as a chamber of commerce cr
board of trade. Thus, i1ts activities should be directed to the impraovement
of business conditions of one or more lines of business as distinguished
from the performance of particular services for i1ndividual persons., An
organization whose purpose 1s to engage in a regu[ér business of a king
ordinarily carried ~» ‘or profit, even though the business 1s conducted on

a cooparat.ve bar - produces only sufficient income to bae
salf-sustai - .3 not a business league, ##+"
Revenue Ruting =+~ ., 1985-1 C.B. 2368 providas that an arganization formed to

promote the tourist indusiry in its area and whose principal activity 135 the
publication of a yearbook cansisting largely of paid advertisements for 1ts )
members 13 not exempt under Internal Revenue Code {IRC) section GQAl{c){E). The
revenue ruling further stated that the publication’of advertising matter
containing listings of the names of individual members constitutes advertising
for the individuals sc advert:ised and is thus considered tha performance of
particular services for such individuals, rather than an activity aimed at the
improvement of general business conditions. '

The activities of a business league must be directed to the improvement of
business conditions of one or more lines of business in:order to qualify for
exemption. However, activities can't be directed to the performance of
particular services for individuals and stili qualify far exemption.

While the semi-annual membher meatings do Aappear to havejsome educational
aspects, a substantial pori.on of the organization's acﬂivitiea are to provide
advertising for the members of “‘he organization. This Sauses a direct benefit
to flow to the members i1n the form o7 the performance of particular services
similar to the situations described 1n Revenue Rulings B5-14 and 67-77 above.

Accordingly, it is held that you are not entitled to exemption from Federal
Incoma Tax as an organizatian described in IRC section 501(c)(E), and you are
required to fila Federal Income Tax Returns on Form 1120.




If you do not agree with thase conclusions, you may, within 30 days from the
date of this letter, file in duplicate a brief of the facts, law, and argument
that clearly sets forth your position. If you desire an aral discussion of the

1ssue, please indicate this in your protest. The enclosed Publication 832 gives
instructions for filing a protest.

If you do not file a protest with this office withir 30 tays of the date of this
report or letter, this proposed determiration will .becuie final.

If you agree with these conclusions or do not wish to filea a written protest,

please sign and return Form 6018 in the enclosed self-addrassed envelope as soon
as possible.

Sincerely,

Distrtct Director

Enclosures:
Form 6018
Publication 892




